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August 11, 2010

James M. Garavaglia, Asset Manager
Comptroller’s Office Telecommunications Division
1520 Market Street, Room 3005

St. Louis, MO 63103-2806

RE: City Telephone Lines (Project #2009-4)

Dear Mr. Garavaglia:

Enclosed is Internal Audit Section’s special review of Telecommunications Division - City
Telephone Lines for the month ending November 30, 2008, as requested by the Comptroller’s
Office — Telecommunications Division. A description of the scope of the work is included in the
report.

Fieldwork was completed on August 20, 2009. Management’s responses to the observation and
recommendations noted in the report were received on August 9, 2010, and have been incorporated
in the report.

This review was made under authorization contained in Section 2, Article XV of the Charter, City
of St. Louis, as revised, and has been conducted in accordance with the International Standards for

the Professional Practice of Internal Auditing.

If you have any questions, please contact the Internal Audit Section at (314) 622-4723.

Respectfully,

hzmwﬂ\ M. %

Dr. Kenneth M. Stone, CPA
Internal Audit Executive
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cc: Ivy Neyland-Pinkson, Deputy Comptroller
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CITY OF ST. LOUIS
TELECOMMUNICATIONS DIVISION - CITY TELEPHONE LINES
SPECIAL REVIEW
MONTH ENDING NOVEMBER 30, 2008

EXECUTIVE SUMMARY
Purpose
The Internal Audit Section has completed a special review of City Telephone Lines for the month
ending November 30, 2008 at the request of the Comptroller’s Office -Telecommunications
Division. The purpose was to provide cost savings to the City by identifying and recommending the
removal of telephone lines unassigned and not used.

Conclusion

The opportunity exists for the Telecommunications Division to improve operational and fiscal
activities. The following observation resulted from the review:

Opportunity to improve internal controls over telephone expenditures (projected annual net cost
savings: $4,986)

This observation is discussed in more detail in the Detailed Observations, Recommendations and
Management's Responses section of this report.

WM 2h% L6/ 06
Dr. Kenneth M. Stone, CPA Date

Internal Audit Executive
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INTRODUCTION

Background

The Telecommunications Division of the Comptroller’s Office, established in 1994, is the
“telephone company” for all City offices. The Telecommunications Division’s goal is to provide
superior customer service, state of the art technology and cutting edge solutions that will assist the
St. Louis City commissioners and directors in accomplishing their objectives.

Purpose

The purpose was to provide cost savings to the City by identifying and recommending the removal
of telephone lines unassigned and not used.

Scope and Methodology

The special review was confined to reviews of the AT&T November 2008 telephone bills. The audit
procedures included administering surveys of City departments, conducting inquiries and follow up
telephone calls pertaining to the lines in use, unassigned and not used.

Exit Conference

The Division was offered the opportunity for an exit conference on August 4, 2010, but the Division
declined.

Management’s Responses

Management’s responses to the observation and recommendations noted in the report were received
from the Division on August 9, 2010. The responses have been incorporated into this report.

Project # 2009-4 1 Date Issued: August 11,2010



OBSERVATIONS

Status of Prior Observations
There were no prior internal or external audit reports issued on the City telephone lines.

Summary of Current Observations

The opportunity exists for the Telecommunications Division to improve internal controls over the
Division’s operational and fiscal activities. The following observation resulted from the review:

Opportunity to improve internal controls over telephone expenditures

This observation is discussed in more detail in the Derailed Observations, Recommendations and
Management’s Responses section of this report.

Project # 2009-4 2 Date Issued: August 11,2010



DETAILED OBSERVATIONS, RECOMMENDATIONS AND MANAGEMENT’S RESPONSES

Opportunity To Improve Internal Controls Over Telephone Expenditures (Projected Annual

Net Cost Savings: $4,986)

Internal Audit Section (IAS) reviewed the AT&T November 2008 billings for City departments
and analyzed responses to surveys received from the departments. Based on the users’ responses
and follow up telephone calls, the results were summarized in Attachment A and B of this report

and as follows:

e The number of telephone lines reviewed was 4,558. This total did not include the Health and
Human Services departments due to relocation to the Abram building and six departments and

offices that did not respond to the survey.

e Unassigned telephone lines were 815 or 18% of the total lines reviewed. It is conceivable that
over the years when some departments and divisions were relocated or reassigned, some
numbers were not reused and properly disconnected. It is also conceivable that some of the
unassigned lines were modems which should be reviewed to determine if still needed.

After discussing the results with management, the lines were reviewed by the Division using an
AT&T data base software called “Plexarmate”. According to the Division, the software is able to
identify number assignments, special lines, modems, voice mail ports and etc. IAS did not have

access and/or training on the Plexarmate software.

The results of Telecommunications’ study revealed that 243 of the 815 lines were not found to be
specifically assigned and should be disconnected. IAS projects that the City paid $43,273 annually
for these lines and $216,367 over the last five years. In addition, IAS identified:

e 215 lines currently in use by some departments which were not listed on the November 2008
telephone bills, see Attachment A. Assuming AT&T bills for the 215 lines in use, the
projected additional cost will be $38,287 resulting in an estimated annual net cost savings of

$4,986.

» Telephone lines in use by some departments were billed to others. These included the following:

Billed Departments

Assigned Departments Lines
License Collector 1
Department of Health

City Hall-Post Dispatch Desk

City Hall

Federal Grants Section
Building Division

Division 22-Court Reporter
Drug Court

Total

Collector of Revenue
Soldier’s Memorial
Municipal Garage
Internal Audit Section
Internal Audit Section
City Counselor’s Office
City Counselor’s Office
City Counselor’s Office

Monthly
Amount
$14.84
14.84
29.68
14.84
44,52
14.84
14.84
14.84
$163.24

Project # 2009-4
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DETAILED OBSERVATIONS, RECOMMENDATIONS AND MANAGEMENT’S RESPONSES

Continued... ...

Failure to monitor the telephone lines required and actually used can result in inefficient use of
resources and additional costs. Improper billing of telephone lines may also affect the departments’
budget planning. However, periodic reviews, on a sample basis, of lines required and used will
provide a more effective and efficient management of the Telecommunications’ operations and
could result in cost savings to the City.

Recommendations

It is recommended that management have the 243 lines disconnected. It is also recommended that
management:

e Conduct periodic reviews, on a sample basis, of telephone lines with the respective management
of City departments to assist in accomplishing their objectives.

* Disconnect all lines considered surplus.

e Identify additional lines incorrectly billed to departments to ensure proper billing to user
departments.

Managements’ Responses

The joint study conducted by Internal Audit and verified by Telecommunications found that there
were 243 lines that appeared to be unassigned. However, we do not agree with the Internal Audit’s
conclusion that the City paid $43,273 per year or 3216,367 over five years since the last review was
completed. We were not able to gauge with certainty when each of the 243 lines became excess or
unassigned, therefore, each could have been working assigned numbers for some portion of the last
five years. The dollar value of the lines found to be in excess is unclear.

In the review conducted five years ago, we found a condition similar to what Internal Audit found
recently, that is the City has a number of working numbers for which we are not being billed (215).
We agree with this finding and in the projected cost savings attributable to this finding.

We also agree that there are a number of lines which are assigned, but are being improperly
displayed as assigned to an incorrect department. While the total billing is correct, the distribution
of cost is not.

The 243 unassigned lines were disconnected previously when they were discovered ad part of the
verification process. Reviews of these lines and those not reviewed which are now assigned to 1520
Market will be conducted by Telecommunications on a regular interval. Numbers assigned to the
wrong department will be corrected.

Project # 2009-4 4 Date Issued: August 11,2010



DETAILED OBSERVATIONS, RECOMMENDATIONS AND MANAGEMENT’S RESPONSES

Continued... ...
Auditors’ Comments

The cost associated with the unassigned lines is merely a projection based on number of lines that
were not disconnected after the 2002 and 2005 Telecommunications’ study. The saving could be
conceivably greater had we received responses from all departments surveyed.

IAS commends the Division’s efforts in correcting the current situation and implementing future
controls to reduce the City’s telecommunication costs.

Project # 2009-4 5 Date Issued: August 11,2010
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